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over adjustable rate mortgages

If you are considering an
adjugtableratemortgage (ARM)
make sure it doesn’'t end up
costingyou an ARM and aleg.
Thereareimportant differences
to consider when choosing
between an ARM and a fixed
rated mortgage (FRM).

An ARM is a mortgage
offered at aninitial low interest
ratefor an agreed-upon number of yearsfollowed by adjustment
intervals during which the interest rate can fluctuate. These
intervalsaredescribed as 3/1, 5/1, 10/1, etc., with thefirst number
designating the number of yearstheinterest rateislocked at the
start of the mortgage, and the second number indicating the
number of timestheinterest rate can beadjusted. Ina3/1 ARM,
for example, the initia rate islocked in for three years and
afterwards can be adjusted once ayear for theremainder of the
loan.

Therearebenefitstoan ARM, such aslower initia payments
that can aid the borrower in securing alarger loan, but the

Deceased Do-Not-Contact list aids loved ones

The Deceased Do-Not-Contact List (DDNC) helps
consumersavoid solicitationsto family memberswho have passed
away. Theserviceissmilar tothe Federd Trade Commission’s
(FTC) “Do-Not-Cdl Registry” (DNC) and both work to prevent
telephonesolicitation.

HOW TO REGISTER:

*  FortheDMA'sDeceased Do-Not-Contact List register
onlineat https.//preference.the-dma.org/cgi/ddnc.php.

»  FortheFTC sDo-Not-Call Registry, consumers may
register onlineat https://www.donotcal l.gov/default.aspx or by
phone at 1-888-382-1222.

Providing consumers with knowledge to make informed choices and decisions.

downsideislarger paymentsdown theroad that the consumer
may be unequipped to handle. Theselarger paymentscould cause
consumerstofall behindintheir paymentsand evenresultin
losing their hometothelender.

What to consider when choosingan ARM:

e  How long do you plan on keeping the house? If you
only plantolivetherefor afew yearsand then sell the house, it
may makesenseto usean ARM becausehigher paymentsdown
the road would not be of much concern.

e Doyou expect anincreaseinincome beforethe end of
thefixed rate period? Anincreaseinincomeby theend of the
fixed rate period would allow you to absorb higher payments.

Questionsto ask thelender:

e Canyouconvert an ARM into afixed rate mortgage
down theroad? Somelenderswill convert ARM into FRM.

e  Whatistheoveradl cap? Anoveral cap placesalimit on
how much theinterest rate canincrease over thelife of aloan
and has been required by law since 1997.

e Arethereratecap limitson how muchinterest you can
be charged? Somelendersincorporate periodic capsthat place
alimit on theamount your interest rate can increase from one
adjustment period to the next.

Got Questions???
Ask Consumer Affairs

Think you have been avictim of ascam or just need
generd information about fraud protection? Thenlogonto
Ask Consumer Affairs, aninteractiveforumthat provides

you with great consumer information. Visit the SCDCA
websiteat www.scconsumer.gov and click onLIVEHELP,
A communication speciadististhereto assist youwith any
guestionsyou may have. Or you can alwaysreach usby
phone at 803.734.4200 or toll free in S.C. at
1.800.922.1594.




B Don’t be fooled by these
back to school scams!
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A new school year isin full swing but so are scammers. The South Carolina
Department of Consumer Affairsiswarning al consumersto beawareof the
following back-to-school scams:

» Scholar ship Services: Besuspiciousof servicesoffering to completethe
gpplicationforms, guaranteeing financid aid or requesting financid informationto
confirmascholarship. L egitimate schol arshipsrequire the applicant to completedll
paperwork and never require bank account or credit card information. L egitimate
scholarship servicesprovide scholarship information for free but do not determine
which students are awarded scholarships.

¢ Identity Theft: Studentsshould be especialy hesitant to hand out personal
information, like social security numbers, credit card numbersand copiesof birth
certificates, evenif requested by asport’ steam, doctor’ s office or school
organization. Organizations should explaintheinformation’spurpose and use.

* Modelingand Talent Pitches—Don’t befooled. Illegitimate agencies
promisefameand fortune but requirelarge feesfor portfoliosbefore skipping
town.

* Musicand Book Clubs: These scammersmay send and request payment
for merchandiseyou did not order. If you did not order, do not pay. Keep the
merchandise or send it back.

 Cdl PhonePlans: Bewareof “no contract” or “noobligation” sale offers. If
they seemto good to betrue, they probably are. These plans often contain hidden
feesor fail to giveyou asmuch* bang for your buck.”

* Credit Card Offers. Companieswill often attract you with low interest rates
onanew credit card. Theserates often skyrocket shortly after you signthe
contract.

Protect your seif:

» Make suretheinformation you request isnot FREE before paying for a

service.

* DoNOT send out personal or identity information viae-mail.

* DoNOT useyour socia security number asyour driver’slicense number.

* DoNOT carry your socia security number inyour purseor wallet.

* DoNOT pay for aservice or product or serviceyou have not received

Sop InsuranceFraud Essay Competition

The South CarolinaDepartment of Consumer Affairsisholding an essay
competition for middle school (7"—8" grade) and high school (912" grade)
studentson the dangers of insurancefraud.

Thisyear’sthemeis“What isBodily Injury Fraud and Who Redlly Gets
Hurt?’ Thestudent’sessays should highlight why consumers should be con-
cerned about insurance fraud and how it impacts everyone.

The essays should be handwritten, 500-700 words, and submitted to their
guidance counsglor or principd.

Thetop essayistsin each category will receiveamonetary awardand a
savingsbond.
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Many consumersage 62 or older are
finding themsalves* house-rich and cash-
poor,” meaning their mortgagesare paid
off, but they areliving onafixed or limited
income. Inresponse, reverse mortgages
arebecomingincreasingly popular
aternativesfor senior citizenswhowant
their “homeequity towork for them.”

Witha“regular” mortgageyou make
monthly paymentsto thelender, but witha
reverse mortgage you receive money from
thelender and generally do not haveto
repay it aslongasyouliveinyour house.
Thetrade off, however, isthelender holds
someof your home'sequity.

Thesetypesof homeloanscould result
inmany unexpected risksfor consumers.
Inthe next issue of Consumer Alert we
will delveinto the prosand cons of
reverse mortgages.

For brochuresyou might find helpful on
topicssuch as Reverse Mortgages,
Adjustable Rate M ortgages, Home Equity
L oans, and Second Mortgage Financing,
contact SCDCA at 803.734.4190 or
1.800.922.1594. Or you can visit our
websiteat www.scconsumer.gov.
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About the South Carolina Department of Consumer Affairs.
Established by the Consumer Protection Code in 1974, the South
Carolina Department of Consumer Affairs representsthe interest of
South Carolina consumers. Our mission is to protect consumers
from inequities in the marketplace through advocacy, meditation,
enforcement, and education. For moreinformation onthe SCDCA,
Visit Www.Scconsumer.gov.




